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Grant Thornton %

Accountants and Business Advisors

Report of Independent Certified Public Accountants

Managing Directors of
McNamee Lawrence & Co. Securities

We have audited the accompanying statement of financial condition of McNamee Lawrence & -
Co. Securities (a wholly-owned subsidiary of McNamee Lawrence & Co. LLC) as of

December 31, 2003. This financial statement is the responsibility of the Company’s

management. Our responsibility is to express an opinion on this financial statement based on our

audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the statement of financial condition. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of McNamee Lawrence & Co. Securities as of December
31, 2003, in conformity with accounting principles generally accepted in the United States of
America.

Opwev Thvntn. 43C

Boston, Massachusetts

January 20, 2004, except for the information

in the last sentence of Note F, as to which the date is
January 28, 2004

226 Causeway Street
Boston, MA 02114-2155

- T 617.723.7900

F 617.723.3640
W www.grantthornton.com

Grant Thornton LLP
US Member of Grant Thornton International



McNamee Lawrence & Co. Securities
STATEMENT OF FINANCIAL CONDITION
December 31, 2003

ASSETS

Cash $ 8,720

Due from parent 15,252

Prepaid expenses 4,040

Goodwill 59,083
Total assets $_87,095

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES
Accrued expenses $ 17,555
Total liabilities » 17,555
STOCKHOLDERS’ EQUITY
Additional paid-in capital 119,085
Accumulated deficit (49.545)
‘Total stockholders’ equity 69.540
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $_87.095

The accompanying notes are an integral part of this statement.
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McNamee Lawrence & Co. Securities
NOTES TO FINANCIAL STATEMENTS

December 31, 2003

NOTE A - ORGANIZATION AND NATURE OF BUSINESS

McNamee Lawrence & Co. Securities (the “Company” or “MLCS”), formerly known as Masthead
Securities, Inc., is a broker-dealer registered with the Securities and Exchange Commission and is a
member of the National Association of Securities Dealers, Inc. The Company was created pursuant to
the corporation laws of the State of Maine in October 1998, and is exempt from rule 15¢3-3 of the
Securities and Exchange Commission under paragraph k(2)(i) of that rule.

In August 2002, the Company was purchased by McNamee Lawrence & Co. LLC for $50,000. This
transaction resulted in McNamee Lawrence & Co. LLC purchasing 100% of the Company’s capital
- stock.

The Company engages in the investment banking business by providing financial advisory services
primarily to institutional customers, advising and arranging capital sourcing, mergers and acquisitions,
and providing fairness opinions.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
~ in the United States of America requires management to make estimates and assumptions in
determining the reported amounts of assets and liabilities and disclosure of contingent assets and
< liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Cash

- For purposes of the Statement of Cash Flows, the Company defines cash and cash equivalents as
highly liquid investments with original maturities of less than ninety days.

Goodwill

Effective in fiscal 2003 the Company adopted Statement of Financial Accounting Standards, or
SFAS, No. 142, "Goodwill and Other Intangible Assets," or SFAS 142. Goodwill is not subject to
amortization and is subject to periodic testing for impairment. In connection with the adoption of
SFAS 142, goodwill was tested for impairment by comparing the fair value of the Company’s
reporting unit to its carrying value as of December 31, 2003. Goodwill is tested for impairment at a
- level of reporting referred to as a reporting unit. Impairment is the condition that exists when the

- carrying amount of goodwill exceeds its implied fair value. Management determined that there was
no impairment of goodwill.



McNamee Lawrence & Co. Securities
NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2003

NOTE C - GOODWILL

Goodwill represents the excess of the purchase price over tangible assets acquired less liabilities
assumed arising from McNamee Lawrence & Co. LLC’s acquisition of the Company on August 19,
- 2002. Under rules and regulations promulgated by the Securities and Exchange Commission, the
- Company reports assets and liabilities as they would be reported by its parent under push-down
accounting principles. The goodwill recorded by the parent for the acquisition has been reported as
additional paid-in capital.

NOTE D - RELATED PARTY TRANSACTIONS

The Company is solely owned by McNamee Lawrence & Co. LLC. The Company and McNamee
Lawrence & Co. LLC (*MLC”) entered into an agreement whereby MLC will pay certain shared
expenses of MLCS. The Company receives an economic benefit that is not reflected in its financial
statements through this arrangement. The agreement covers rent, office supplies, travel,
entertainment, postage, telephone and insurance. The agreement provides that MLCS will not
reimburse these costs to MLC.

MLCS and MLC also share Officers and Directors which may result in conflicts of interest (such as
allocation of employee time) in the operations of the Company.

Due from parent represents a capital contribution of $26,000, net of intercompany debt in the amount
of $10,748. This amount due to the Company was settled by $15,252 in cash on January 28, 2004.

- NOTE E - TAXES

The Company has a net operating loss carried forward for Federal and state income tax purposes.
Based on management’s analysis regarding the realizability of the use of these net operating losses, a
deferred tax asset has not been established for these tax attributes. The difference between the
expected tax benefit from the loss from operations and the benefit recorded is primarily due to the non-
- recognition of the deferred tax amount associated with the net operating loss carry forward.



McNamee Lawrence & Co. Securities
NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2003

NOTE F - NET CAPITAL REQUIREMENT

As aregistered broker/dealer and member of the NASD, the Company is subject to the SEC Uniform
Net Capital Rule (Rule 15¢3-1), which requires that net capital, as defined, shall be at least the greater
of $5,000 or 6-2/3% of aggregate indebtedness, as defined. Net capital and aggregate indebtedness
may change on a daily basis. The withdrawal of equity from the Company is subject to more
restrictive requirements than minimum net capital requirements. At December 31, 2003, the Company
did not meet its net capital requirement. The Company had a net capital deficit of $(13,835) compared
to its net capital requirement of $5,000.

The deficiency in net capital was caused by a significant increase in expenses at year end. The
Company’s parent made a capital infusion to replenish net capital but the cash contribution was not
settled until January 28, 2004.



